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’While Drew Pearson is in 
the Midwest, his column is 
written by his associate, Jack 
Anderson. 

By Jack Anderson 

The Maritime Administra - 
tion’s con fiden tial records re- 
veal that* Jo hn McCon e?*lTie 
new Central IntcIIISence chief, 

, did r, ■' cor- 

freetty 




STAT 


inform 

Senators 1 a s t Xy 
wfclc about an f, < 
alleged conflict 
of interest- V 
While he was 

-X - 

chairman. r| ‘ 

We Iiope that 
McCone’s pc- f' . , 
riod as CIA di- L.i T: .. ..j 
rector will bo Anderson 
productive and efficient. But 
one of the purposes of Senate 
confirmation debate is to alert 
the public regarding the past 
record of the office-holder, 
and put him on notice regard- 
ing the future. This was one 
objective in cross-examination 
given McCone by some of the 
more alert and conscientious 
members of the Senate Armed 
Services Committee. 

They questioned McCone 
about the arbitrary award of 
the at omic-ship^ contract to 

pStrcfateQ with McCone in sev- 
I eral joint shipping ventures. 

A selection board, using a 
careful point system to de- 
termine the best qualified 
company, rated .States Ma rine 
sixth out of seven applicants. I 
Yet the Eisenhower Adm^iisd 


tration overruled the board 
and gave McCone’s shipping 
partner the contract anyhow, 
Claiming no part in the con- 
tract negotiations, McCone 
testified last week: “This con- 
tract was negotiated during 
the spring of 1358" It was 
TwarcTelT orT" the"*6tlT XiT” June 


or 


lotili of ; 
oks later.” 




jj Maritime records disclose, 
Hiowover, that the contract 
.wasn't awarded until July 25, 
P|58 v Even more significant; 
l^twas held up by the Atomic 
Energy Commission, which 
wanted the language revised. 

M,akJMB Bgned while M C - 
LfiOTOraT chamnap7 His legal 
jofficer. Wh?) drafted the changes 
that the AEC wanted in the 
States Marine contract, was 
James Wolf. 

Reached in Pittsburgh, where 
he is now practicing law, Wolf 
infirme d to this column that 
the AEC ES8 delayed and re- 


were completed before he was 
sworn into the AEC. 

Short Memory 
Maine’s demure Sen. Mar- 
garet Chase Smith brought 
out that McCone, t.h o u g h 
aware of the States Marine 
conflict, neglected to mention 
it during his 1958 confirma- 
tion hearings. 

“Why didn’t you mention 
the States Marine lines in 
your answer?” she asked 
sweetly, 

“I cannot recall,” shrugged 
McCone, “except that there 
was no contract between 
States Marine and the Atomic 
Energy Commission.” Ki 

Again, he was less than^ 
frank about the AEC’s part in 
preparing the final contract. 

South Dakota’s GOP Sen. 
Francis Case, author of the 
Renegotiation act which has 
saved the Government more 
than $12 billion in excess 


volved financial discussion 
which Case disputed by read- 
ing the past record. 

Sen. Glenn Beall, Maryland 
Republican, brought out that 
McCone, as Under Secretary 
of the Air Force, had partici- 
pated in awarding a juicy air- 
plane contract to 
Kaiser, a former 1 

—■jiWiMli iraMiiii«-RtBgps«gi — 

a s so c : at c. K ais e r -F razer, 
promptlT’ran ‘ up’ the 1 ' cosFof 

p a « t i»r ' m x ^rer^Big 

I WncTih-e 

previousUHilch 1 

“Wasn’t it a fact that Fair-\ 
child was building the C-119 i 
for $260,000?” demanded* 
Beall. 

"Just about,” McCone ad- 
mitted. 

| “And Kaiser-Frazer charge® 

ri Ors AArvon t* . . i i ' 


viseH ffie contract. Maritime 
"officials, who helped with the 
revisions, also recall that the 
question of McCone’s conflict 
came up informally. 

This makes clear (1) that the 
AEC participated in prtSBSrlng 

aftlT (2) that the 1 final drafting 
ogeiirrcd 1; after _.McCone Be- 
came chairman. 


$1,200,000?” Beal pressed. 

“Information of that nature 
came out in the June, 1953, 
hearing,” McCone acknowl- 
edged. 

'war profits, also tried topin' L “ Why »” asked Sen. Howard 
MrCnrirk Hmun nn his World l.9 annon ’ Nevada Democrat, 


McCone down on 
War II profits. 


Xet at his Senate hearing 
last week, he claimed that the 
contract negotiations not only 
were handled strictly by the 
Maritime Administration but 


Fat War Profits 

“Apparently,” declared 
Case, “it became possible for 
a group with which you arc 
associated, with a basic in- 
vestment o LSlgO.O.OO . to ma ke 
wofits of over $14 million in 


.profits o 
tMsmc'f 


" couple - of years 


space 'of 
or less. Is that a* fair state- 
ment?” 

‘No,” objected McCone. “I 
do not think it is, Senator.” 

He launched into an in- 



“was the contract taken from 
Fairchild and awarded to 
Kaiser?” 

. “What happened was that 
we were going through a vast 
expansion of our aircraft 
production p r o g r a m,” ex- 
plained McCone. “The prob- 
lem we faced was wheth er to 

take '.Tsccond source .te ?.s\ 
Ra nTfr-Frazc r. ' The" re c omme ft- t 

i apprflx ed, / 
was to select Kaiser-Frazer.’/ 
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'tie Conn 

By Drew Pearson 





With eight high officials 
fired from the Eisenhower Ad- 
ministration for conflicts of 
j interest, it would seem manda- 
tory that both, 

Democrats and ■ ^ ' 

R e p u blicansi i , 
take a very 
close look at 
the conflict-of- 
interest issue a: : 

before appoint-. M 

ing and con- 
firming new; vsf 

men. I . ~ 

John A. Me- " *--j 
Cone, picked Pearson 
to replace Allen Dulles as 
head of the vitally important 
Central Intelligence Agency, 
has a record which is interest- 
ing on three counts: 

( * . 1- He has made more money 
out of Uncle Sam on war con- 
tracts than perhaps any other 
man now working for the Gov- 
ernment. 

2 - He has had a continu ing 
c los cTinahcial cmTijcH ioinyith 

as Unders’ecrccary 


Yuen, (file l?sV 


j confirmation as chairman of 
| the Atomic Energy Commis- 

! Sl ° n ° n - uly 3 - 195s - he lct sli P 
one interesting fact which 
puts him in a position of hav- 
ing a possible conflict of in- 
tcrest. Answering a question 
from Sen. Clinton Anderson 
®.- N.M.), he said: 

Yes, l have some business 
relationships with Kaiser, inas- 
much as a jointly owned com- 
pany, 25 per cent of which is 
[owned by Hendy (Joshua 
Hendy Corp. of which McCone 
owns all the stock) and 50 per 
cent is owned by Kaiser 
Aluminum, has jr long-range 
contract to transport Kaiser's 
bauxite from Jamaica to Baton 
Rouge.” 

Sen. Styles Bridges (R.-N, H.) 
and the Senate Armed Serv- 
ices subcommittee regarding 
his quickie C-119 contract to 


B 17 


W7 d 7 


v V 


/; 


JH) r> 

l ’ if t) :l H a 

- - t- V> ,j Lnys. 




close financial kinship b. 
tween McCone and Kaiser and 
why it was possible for Kaiser 
to barge in on McCone, have 
luncheon with him, and walk 
wiHi jsSmlt Tm illj. 


c y 


his third hearing qwofced 
the phenomenal war profits 
rolled up by both McCone and 
|Kaiser when they were ship- 
building partners during the 
war, and when they parlayed 
an investment of JIOO.OQO into 




Townie 
for Air, he gave a very inter 
esting quickie contract for 
making Flying Boxcars (C-119) 
in the record time of 10 days, 
at a price three times greater 
than that of Kaiser’s competi- 
tor, Fairchild. 

3. He is shrewd and able, 
which accounts not only for 
his capacity for making money 
but for his agility in keeping 
high Government positions 
under both Republicans and 
Democrats. 

When McCone came up for 


, ; — Uf jgr for yea rs 

have no o chef It to ga i n from 
the affairs of his companies. 
The statement therefore that 
I was a link in Henry Kaiser's 
chain of influence’ should be 
corrected.” 

Nonetheless, Senator Bridges 
showed that McCone wen t to 

nwi 1- ' I H— tow 



;own, 

Willow Run, _ _ 

figure which turned out to be 
$1,339,140 per plane as against 
Fairchild's $260,000. 

A third congressional hear- 
ing, Sept. 25, 1846, shows the 


— v — „ president 

of the California Shipbuilding 
Co., organized about one year 
before Pearl Harbor, when 
Todd Shipbuilding put up 
$50,000, with another $50,000 
coming from the Betchcl-Mc- 
Cone-Parsons Company, Henry 
Kaiser, and other companies 
associated with Kaiser and 
Betchcl-McCone in building 
Boulder Dam. 

-Phenomenal War ProfiSr. 

This combine made a kill- 
ing. Uncle Sam needed ships, 
was willing to pay any price 
ior them, and the Todd-Mc- 
Conc-Kaiser combine went to 
town, though later Todd got 
out and left the West Coast 
field to Kaiser and McCone. 

According to the sworn 
statement of Ralph E. Casey 
of the General Accounting Of- 
fice before the House Mer- 
chant Marine Committee in 
1946: 

‘‘It would seem when profits 
from Government contracts 
paid from public funds soar 
to such astronomical heights 
in proportion to invested capi- 


tal, someone should come for- 
ward with a satisfactory ex- 
planation.” 

He went on to testify: "The 
California Shipbuilding Corp. 
was incorporated Jen. 6, 1941, 
md the entire cash investment 
represented by 1000 shares of 
capital stock at a par value of 
$ 100 . consisted of $50,000 in- 
vested by the Todd shipyards 
end $50,000 invested by 10 
companies affiliated with Hen- 
ry J. Kaiser. 

“About a year later, on Feb. 
19, 1942, a meeting was called 
for the purpose of declaring 
dividends out of the surplus! 
The minutes of the meeting 
said: 

‘After a full discussion upon 
motion duly made ... it was 
unanimously resolved that a 
dividend of $1000 per share _ 
be, and the same hereby is/ 
declared.’ ” 

This, concluded GAO execu- 
tive Cr.sey, was a profit of 
$1,000,000 on the investment / 
of $100,000 within one year— all 
at the expense of Uncle Sam’s 
shipbuilding business. 

The profitable partnership 
between Kaiser and McCone 
continued until it rolled up a 
war profit of $44,423,000 and, 
according gfo McCone’s “own 


Aviuv^one, w under 
Secretary of the Air Force, 

1 h elped swing., one of the 
airplane contracts in 

SWlo^ ter. ' • 

Copyrfsht,. 1962, Bell Syndicate, Ine. 
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